labour force in urban areas. Further, public sector employment in such economies has also considerably gone down. This is due to the fact that the employment elasticity in relation to aggregate output growth has been diminishing over the years. Judged from this angle, employment creation in the informal sector becomes one of the ways of overcoming urban poverty and unemployment. Development and promotion of the urban informal sector therefore has become the new strategy of development.
The term informal sector was first used by Hart (1973) in a study of urban Ghana. However the concept owes much of its popularity to a large number of country and city studies carried out by ILO under the auspices of its World Employment programme 1 . The first official recognition of the term was made by the ILO-UNDP employment mission to Kenya (1972) . The greatest contribution of various country missions and city studies of ILO was that they brought the objective of employment generation to the centre-stage replacing the traditional strategy of economic growth which assumed employment generation as a residual. In spite of the valued contribution of ILO's city and country studies on popularising the concept of informal sector, it also invited a number of criticisms 2 . Most of the criticisms were with regard to (i) the relevance and universal applicability of the ILO depicted characteristics, (ii) comparability and compatibility of these different criteria. These criticisms also encouraged subsequent authors like Mazumdar (1974 Mazumdar ( , 1977 , Emmerij (1974) , Joshi and Joshi (1976) , Sethuraman (1976) , Breman(1976) , , Papola (1981) , to redefine the concept of Informal sector. These definitions are based on any of the below listed factors or a combination of them: (i) characteristics of the enterprise, (ii) Exchange relationship with the state and the rest of the urban economy, (iii) Employment situation.
A sizable section of scholars (Bose: 1978 , Dhesi and Wardhwa: 1980 , Guisinger and Infan:1980 , Harriss B:1978 ILO:1980; Mazumdar:1980; Papola:1981; Sethuraman:1976; Sreeramamurty:1986) have defined informal sector on the basis of size of the firm. Except a few cases, the most often used size criterion has been less than ten employees including casual labour, family labour, self-employed persons and part time workers. In this paper which is based on a case study of the city of Cuttack in the province of Orissa; informal manufacturing sector (IMS) includes all manufacturing and repairing units in the private sector owned and operated by a single member of a household or with the help of paid and unpaid family members with or without having any hired labourer. The total number of persons including the owner operator, hired labourers, family workers working for the enterprise should be less than 10.
This confirms more or less to the latest ILO definition.
Many of the studies on urban informal sector have included various activities/segments (like trade, manufacturing and repairing, construction, domestic, personal and other services, transport etc.) of the urban economy within the ambit of informal sector (.Sriramamurthy ; 1983, Ramana and Krishna ; 1984, Shaw ; 1985, Kashyap and Singh ; 1987, , Vishwamitter ; 1988, Samal ; 1990) . However to make the policy formulation process more objective and relevant, sector specific studies are undertaken. Amongst all the sectors of the informal sector in the urban economy, manufacturing sector occupies an important place for reasons such as (i) it has got more potential for labour intensive industrialisation than the formal manufacturing sector. (ii) it relies more on household savings, (iii) it is based on widespread recycling of waste, old materials and machinery, (iv) it acts as a training ground for skill formation and entrepreneurship development and (v) it provides inexpensive wage goods which cater especially to the needs of low income groups. Further, majority of these studies on IMS sector have been undertaken in large cities.
Recently the imperatives of environmental protection and promotion of balanced development have started emphasizing spatial decentralisation of human settlements and industrial and commercial activities. Thus, smaller towns have become focal points of planning. This necessitates examining closely the dynamics of informal manufacturing sector in such towns both for testing the earlier theories developed in this respect and to deduce appropriate employment and development policies. Hence in this paper we concentrate on the IMS in the city of Cuttack.
The work is essentially primary data based. For comparison with formal sector enterprises in certain cases, secondary data sources have been used. Primary data in respect of IMS units for the year 1996-97 have been collected from the sample enterprises by administering a schedule-cum-questionnaire through personal interview method. The data were collected from the owners of these sample enterprises. Secondary data for formal sector have been collected from various government publications and reports (such as census reports and publications of Bureau of Statistics and Economics, Government of Orissa).
They have been used for comparison of the informal sector with that of the formal sector. The analysis and presentation of field data have been undertaken with the help of tables, simple percentages, ratios, and multiple regression models. The universe of IMS units with employment size of less than 10 was derived by pulling together the lists of such manufacturing and repairing units provided by (i) Assistant Labour Commissioner, Cuttack; (ii) Directorate of Industries, Cuttack; (iii) Municipality, Cuttack and (iv) street counting. Due care was taken to overcome the problems of overlapping by identifying the units common to all or some of these aforesaid sources and including them only once in the universe. On the basis of such a pulling together exercise, it was found that the Universe consisted of about 1800 manufacturing and repairing units. We had initially taken a sample of 10 percent of the Universe which came to 180 units. These sample units were selected from the universe by means of simple random sampling method.
However, for various practical reasons, we were able to survey ultimately 156 units. The samples so selected and surveyed when classified on the basis of major raw materials used were spread over nine industry groups as given in This shows that the IMS sector in Cuttack suffers from a gender bias 
IV. OUTPUT AND SALES TURNOVER
The annual output per enterprise for the total sample is Rs. 4, 12,222/-( thousands (Table10). This implies that the productivity of worker in the IMS is comparatively lower than that of the worker in FMS. On the other hand capital is much more productively used in the IMS as value added per rupee of fixed capital in this sector is Rs. 3.25 which is nearly 7 times higher than that of Rs.
0.47 in the FMS.
VI. OUTPUT, CAPITAL, SIZE AND AGE OF THE FIRM-INTERDEPENDENCE.
An attempt is made to determine the association between output of the sample IMS and size of the firm 7 , fixed capital, working capital, productive capital, age of the firm and the industry group. A statistical analysis using the following models was conducted:
I. From the regression results, it is seen that in both the models, the independent variables incorporated account for 92 per cent of the variation in the output. In model I, fixed capital, working capital and firm size are the statistically significant explanatory variables. Model II shows that productive capital and firm size are the two statistically significant explanatory variables of output. Increase in output is thus positively linked with increase in productive capital and size of the firm. In both the models, age of the firm and proxy for different industry groups are not statistically significant variables.
VII. LINKAGE PATTERNS
The study of the inter linkage between IMS and FMS -its nature and extent assumes importance in view of its utility in employment and investment planning. There are two fundamental views about the linkage patterns between the two sectors. One view sees the relationship between the two sectors as mutually beneficial, (ILO: 1972; Papola: 1981; Harriss: 1990) . The opposite view terms this inter-sectoral relationship as basically exploitative (Bose: 1978; Garry: 1974; Langdon: 1975; Romatet: 1983; Samal: 1989; Schmitz: 1980; Shaw: 1985) . Broadly we have three types of linkages Direct backward linkages
Production Linkage
It is evident from Table 11 , that only 9.6 percent of sample IMS enterprises depend on the formal sector for their main raw materials/products, 51.3 percent depend on informal sector only and 7.7 percent depend on both formal and informal sectors. It is also seen that the inter-sectoral and intra-sectoral linkages with regard to raw material/product used vary across the industry groups. It is only in Iron and steel-based, wood-based, leather-based and cement-based industries groups that 35.7, 5.7, 4.0 
Subcontracting
Direct forward linkage with the formal sector in the form "extended subcontracting" is found with only two firms (1.28 percent) in the paper based industry group. The employees of these units are like the "outworkers" of a parent enterprise working on the basis of "piece-wage" system.
VIII. SUMMARY AND CONCLUSION
The IMS units in the city of Cuttack confirm to a number of traditionally recognised characteristics of informal sector with a few deviations and come out distinct from FMS on a number of characteristics. Their capital base is very low and they are working capital intensive and labour intensive in nature.
There is across the industry group variation in the sector with regard to fixed capital, working capital and productive capital investment, size of employment, value added, sales turnover and output. An important deviation is that majority of IMS units employ hired labourers on continuous basis.
Output level is positively and significantly correlated with working capital, fixed capital, productive capital and size of the firm. This shows the important role that productive capital has got to play in increasing the output of IMS units.
Compared to the FMS in the district, the fixed capital per employee and per unit, productive capital per employee and per unit, average size of employment and annual output per unit and per employee are much less in the IMS. Although labour productivity in IMS is much lower than in FMS, capital productivity is higher in IMS than in FMS.
Analysis of linkage-patterns of informal manufacturing units shows that direct forward linkage of IMS units with the formal sector through the provision of sale of output/services is extremely weak. However such linkage is stronger with the informal sector and is strongest with the final consumers. These units have direct backward linkages in terms of raw-materials and credit with the formal sector but such linkage is also not very strong. Direct backward linkages of these units with other informal sector units is found to be strong.
The intra-sectoral and inter-sectoral linkages also vary across the industry groups.
The major strengths of the IMS in the city of Cuttack are its flexibility, its low capital requirement, its higher employment generation capacity with lower amount of capital base, and above all its own informality in every sphere of its operation . Public policy should aim at preserving and supplementing these strengths of the IMS. Our study also brings forth a few weaknesses of this sector. Firstly, there is segmentation of this sector on the basis of its various industrial activities, employment size, capital base, pattern of linkages, and productivity levels. Specific policies for specific sub-sectors/branches of the IMS may be formulated to overcome this problem. Secondly, this sector in the city of Cuttack suffers from a gender bias. This issue is a larger one which among other things needs empowerment of women. However, the state can undertake some positive measures in the sphere of credit, training, skill formation and marketing to encourage more of women participation in this sector.
Notes:
1. WEP (World Employment Programme) was launched by ILO in its 1969 session. Since then the ILO has conducted a large number of Country and City Studies in 1970s, 1980s and early 1990s. All these studies primarily aim at creating an employment centered growth process.
